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1. THE EC COMMISSION HAS REVISED ITS FOURTH QUARTER 
FORECASTS FOR CRUDE STEEL OUTPUT DOWNWARDS TO 32 MILLION 
TONS FROM THE 34.8 MILLION TON LEVEL WHICH THE COMMISSION 
HAD EORECAST IN JULY. THE FORECASTS ARE THE BASIS OE 
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THE DELIVERY TARGETS FOR STEEL UNDER THE DAVIGNON STEEL 
PLAN. THIS CHANGE, WHICH HAS BEEN MADE WITH THE CON- 
CURRENCE OF PRODUCERS, IS BLAMED ON DISAPPOINTING 
INTERNAL DEMAND. THE 32 MILLION TON FORECAST IS BELOW 
THE VERY POOR FOURTH QUARTER 1976 PRODUCTION LEVEL OF 
32.5 MILLION TONS. THE COMMISSION'S NEW FORECASTS 
WILL VERY LIKELY BE APPROVED BY THE ECSC CONSULTATIVE 
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COMMITTEE ON OCT 6. 

2. REGARDING PRICE ASPECTS OF THE DAVIGNON PLAN, COM- 
MISSION STAFF OFFICIALS CONTINUE TO BE GENERALLY 
SATISFIED WITH THE PERFORMANCE OF REFERENCE PRICES 
BUT ADMIT THAT MINIMUM PRICES FOR REBARS HAVE BEEN 

A FAILURE. APART FROM BASIC PROBLEM OF NON-COOPERATION 
FROM MANY PRODUCERS, ESPECIALLY IN FRG AND ITALY, 

PROBLEMS ARE DUE TO THE RATHER OPEN CONSULTATION 
PROCEDURES OF THE COMMISSION. STEEL CUSTOMERS ARE AWARE 
OF PROPOSED PRICE HIKES UP TO EIGHT WEEKS BEFORE THEY 
COME INTO EFFECT AND CAN THUS ENGAGE IN ANTICIPATORY 
PURCHASING, THEREBY CREATING LARGER INVENTORIES AND 
FURTHER DOWNWARD PRESSURE ON PRICES. 

3. MOREOVER THE INVESTIGATION STAFF OF THE COMMISSION IS 
THIN AND IT TAKES MONTHS TO COMPLETE A COMPLAINT PROCESS. 
THE COMMISSION HAS JUST COMPLETED THIS PROCESS FOR SEVERAL 
ITALIAN AND GERMAN FIRMS ENGAGED IN "MINI-MILL" PRO- 
DUCTION OF REBARS AND WILL ANNOUNCE FINES SHORTLY. STAFF 
OFFICIALS EXPRSSED HOPE THIS WOULD HAVE DISSUASIVE 
IMPACT ON PRACTICE OF IGNORING MINIMUM PRICES. 

4. DAVIGNON HAS ALSO CONVINCED DEALERS HOLDING STOCK- 
PILES OF STEEL TO ALIGN THEIR PRICES WITH THE DAVIGNON 
PLAN REFERENCE PRICES. THIS IS IMPORTANT TO THE PLAN 
SINCE AS A GROUP THE DEALERS ARE IMPORTANT IMPORTERS AND 
IMPORTS ARE NOT EXPLICITLY COVERED BY THE REFERENCE 
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PRICES. THEORETICALLY AT LEAST, THE DEALERS WILL NOT 
HAVE AS GREAT AN INCENTIVE TO SEEK CHEAP IMPORTS AS THEY 
DID WHEN THEY WERE OFFERING SUBSTANTIAL DISCOUNTS FROM 
THE REFERENCE PRICES. THIS IN TURN SHOULD LEAD TO A 
FIRMING OF IMPORT PRICES. HINTON 
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